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Employers Recognizing Social Responsibility 


This article is not intended to be a general survey of the policies and practices of management in busi- 
ness and industry, but rather a review of some progressive developments in management's attitude to- 
ward employes that may indicate an increasing trend. 


Some Significant Statements 


The head of a great midwestern industry, which em- 
ploys over 80,000 persons, declared in a recent address: 


Before the days of large industry human relations were impor- 
tant—as in the family and in small enterprises right now. . 
Human relations dropped into the background for a time. We 
became engrossed in the application of science and engineering to 
design and production. The machine stimulated the concept of 
“efficiency,” which is an inhuman concept if carried too far. We 
produced new products and services; we improved them; we low- 
ered their costs. .. . We took the ancient art of the peddler and 
the hawker, and developed it into salesmanship with its techniques 
of advertising, sales research, market analysis, etc. Because it was 
possible to do business on a larger scale, which made large profits 
possible, we too often became engrossed in “making money.” 


With all this, human relations were neglected. Although some 
managements honored the human factor, in many cases it took 
strong influences to bring the attention of management in gen- 
eral back to the rights of people. These influences have been brought 
to bear, and under their stimulus human relations have again 
become a matter of importance. 


An official of the national association of one of the 
country’s greatest industries stated recently : 


Management must adapt to industry, in practical working terms, 
the concept of the dignity of man. It must freely ask itself why 
an employe should be interested in the success of a company if the 
company is not genuinely interested in him. . . . Management 
should be interested in the worker not only as a more effective 
producer but as a more effective individual. How many com- 
panies when speaking of employes are not thinking in terms of 


better and happier people, but merely in terms of more produc- 
tion and more efficiency? .. . 


We have pursued with success the objective of an expanding 
mass production. May I suggest that we couple with it the ob- 
jective of an expanding individual? For the road to high em- 
ploye morale lies in that direction. . . . If we desire to maintain 
our present economic system, we shall have to make sure that 
our system provides the highest degree of work satisfaction as 
well as the highest standard of living—produces personalities as 
well as automobiles and refrigerators.2 


Many similar quotations could be cited from addresses 
made by members of industrial management within the 
past year or two. Policies and practices, however, offer 
an additional and surer indication of the trend toward 
fuller recognition of social responsibilities. 


1 Fowler McCormick, at 1947 personnel conference of American 
Management Association. 


2? Edward T. Cheyfitz, at same conference. 


Wage Policies 


Since the turn of the century, especially during the 
past 25 years, there has been a continuous change in the 
attitude of employers toward wages. They must, as 
always, recognize the wages they pay as usually the ma- 
jor cost of production and distribution, whether of goods 
or services ; and the prices that people are able and will- 
ing to pay for products limit the costs that can be in- 
curred in production and distribution. But manage- 
ments have come more generally to recognize that the 
labor of human beings is not merely a commodity to be 
bought and sold, and that workers’ satisfaction is no less 
important than investors’ or customers’ satisfaction. 

Some of the various factors that have changed the at- 
titude of employers in this regard may be particularly 
noted, without any appraisal of their relative importance. 

(1) The development of new sources of power, new 
machines and processes, with the large flow of capital to 
exploit them, has so increased productivity and reduced 
costs as to permit progressive increase in wages in many 
industries without corresponding increase of prices. 

(2) The increasing organization of labor, under in- 
creased legal protection, has given labor such bargaining 
power in a large area of business that management, if so 
inclined, could no longer fix wages merely on the basis 
of supply and demand. The managements of many com- 
panies also have been stimulated by the spread of labor 
organizations to set such patterns of wages and working 
conditions as would reduce the incentive to affiliation 
with outside-led unions. 

(3) Restrictions on immigration, after World War I, 
have checked the flow of foreign labor, which for many 
years tended to restrict rise in the wage level, since large 
numbers of the immigrants were accustomed to low 
wages and a master-and-servant relationship. 

(4) The public has become more sensitive to the pres- 
ence of substandard living conditions and inequalities of 
opportunity. The pressure for social reform has in- 
creased, in spite of periods of reaction, and has found ex- 
pression in legislation. Business management also has 
furnished some notable examples of leadership. 

(5) The development of management as a profession, 
separate from ownership, has fostered its recognition of 
employes as co-workers and of responsibility for the sat- 


1e 
is 
d 
te 
A. 
ee 
\n 
ct 
n- 
h- 
‘al 
et, 
yle 
th, 
rt 
ry 
lar 
ti- 
4, 
he 
ed 
nt 
les 
ns 
ni- 
nd 


Saturday, May 29, 1948 


isfaction of workers as well as investors and customers. 

The following table shows the trend of hours worked 
and wages paid in 25 major manufacturing industries 
(classes of industry rather than companies) during a 
period of 33 years. The first line shows averages for the 
whole group. Below it are averages for ten of the indus- 
tries separately. We have added, for further comparison, 
two industries in the field of public utilities. 


Hours aNp WaceEs IN Inpustries (Jury 1914-Juty 1947) 
Average hours Average Average 

aweek hourly pay weekly pay 

1914-1947 1914-1947 1914-1947 
25 manufacturing industries. 51.5-39.7 $.247-$1.352 $12.68-$53.60 
Agricultural implements 52.0-40.2 .265- 1.423 13.78- 57.29 


Automobiles 51.4-36.4 .293- 1.508 15.09- 54.91 
57.2-37.9 .225- 1.410 12.88- 53.46 
Cotton (Northern) ........ 51.9-40.2  .176- 1.093 9.16- 43.98 
Electrical goods ............ 49.8-40.3 .272- 1.399 13.52- 56.37 
50.1-40.2  .278- 1.376 13.61- 55.18 
Hosiery and knit goods..... 50.8-38.7  .178- 1.056 9.04- 40.87 
Machine tools and machinery 48.9-40.7 .287- 1.372  14.05- 55.86 
Meat packing ............. 55.8-44.8 .215- 1.254 12.10- 56.25 
46.8-42.3 .378- 1.700 14.12- 61.32 
Electric light and power.... 50.6-42.1  .292- 1.315 14.72- 56.36 
Railroad transportation ..... 59.7-48.9 .254- 1.177 15.17- 57.52 


Estimated purchasing value of dollar (on base of 1923 $1.00) : 
1914 $1.639, 1947 $0.791. Comparative “real” wages for 1947 
would therefore be about one-half the amounts indicated. 


Source: Economic Almanac 1948, Industrial Conference Board. 


Employment Stabilization 


A sense of insecurity in employment is undoubtedly an 
important factor in industrial unrest. The long period 
of nation-wide unemployment in the 1930s is not forgot- 
ten. Employes face the risk of losing jobs also through 
technical changes, as well as disability and other mis- 
chances. 


Stabilization of employment has been actively promoted 
in industry, especially since the depression of the 1930s. 
Soine companies guarantee payment of wages for a mini- 
mum number of weeks each year, and have operated this 
system for a number of years successfully. On the other 
hand, it is maintained that most businesses cannot promise 
job security because they cannot control customers’ de- 
mand or the economic cycle. Policies tending to stabili- 
zation of employment without definite guaranty, however, 
are being widely adopted by employers, and industrial as- 
sociations for some years have emphasized that goal. 


During several years immediately preceding World 
War II, in spite of notable fluctuations in sales and there- 
fore in production requirements, many companies were 
able to maintain a fairly stable employment level by the 
use of various techniques. 

A Wisconsin meat packing company, for example, 
whose annual lay-offs had ranged from 45 to 90 per cent 
of the average number of employes in the ten years 1926-35 
and whose management had believed it “impossible to 
stabilize employment in the packing industry due to its 
seasonal nature” did succeed for the next three years, by 
new methods, in reducing lay-offs to around 10 per cent. 
A large building-material manufacturing company re- 
ported in one major division no lay-offs for 15 years in 
spite of wide fluctuations in sales. The graph of a large 
manufacturer of cameras and photographic supplies 
showed a practically horizontal employment curve for 
1934-35-36, though the sales curve ranged from 75 to 125 
per cent of what was considered normal. A pipe fittings 
company showed great variations in sales and production 


during 1936-1939, but a nearly horizontal curve of em- 
ployment. 


Many industries have special advantages in this regard, 
In the petroleum industry production is so steady, on ac- 
count of the steadiness of consumers’ demand, that most 
employes enjoy substantially an “annual wage.” Most 
public utility companies have a similar advantage. Nu- 
merous other examples could be cited. 


Insurance Protection 


Within recent years there has been a vast increase in 
the provision by non-profit organizations of low-cost in- 
surance to meet expenses of sickness, accident, and hos- 
pitalization. “Plans” of this sort have many millions of 
members among employed workers where similar protec- 
tion is not otherwise available. The development of these 
plans is encouraged by employers, some of whom also 
pay a part or all of the cost of their employes’ membership. 

Some labor unions have accumulated and maintain 
funds for the payment of sickness, disability, unemploy- 
ment, and old-age benefits to their members, with death 
benefits to families. Outside the unions many groups of 
employes have likewise formed voluntary benefit associa- 
tions for collective protection against individual risks. In 
many cases employers have sponsored such groups, made 
substantial contributions, and given such assistance as was 
wanted in the administration of the funds. 

Provision of insurance against these risks by companies 
themselves for their employes has spread rapidly in re- 
cent years—not as a substitute for higher wages but in 
recognition of a responsibility inherent in the employer- 
employe relationship. If a contribution by employes is 
involved, it is usually small in relation to the cost of the 
protection. Such insurance is included in some recent 
union contracts, but is provided mainly by companies out- 
side union contracts. 

A leading oil company provides sickness disability bene- 
fits, without cost to employes, ranging from four weeks’ 
full pay and two weeks’ half pay (for employes of one 
year’s service) to 12 weeks’ full pay and 40 weeks’ half 
pay (for employes of ten years’ service), with special 
provision for permanent disability ; also accident disability 
insurance in excess of the requirements of the workmen’s 
compensation law and substantial death benefits, without 
cost to employes. It maintains a voluntary contributory 
retirement annuity system to which the company makes 
the larger contribution, and a savings plan in which the 
company adds 25 per cent to 50 per cent to employes’ sav- 
ings. Group life insurance is available to employes. 
Other oil companies have varying liberal insurance plans. 

In the steel industry, a company with over 100,000 em- 
ployes maintains a retirement plan at its own cost for em- 
ployes of 25 years’ service (or disabled after 15 years’ 
service) whereby 30-50 per cent of average annual com- 
pensation is paid. In this industry also a large can com- 
pany provides a group insurance plan, financed entirely 
by the company, which includes life insurance, weekly 
sickness and accident benefits, hospitalization (including 
dependents), and surgical benefits. 

In the public utilities field, a company with about 
30,000 employes, in a metropolitan area, provides full sick 
pay for as many weeks as there have been years of service 
and contributes besides about one-half to a mutual em- 
ployes’ fund which takes over where sick pay ends, fur- 
nishing 80 per cent of regular pay for 26 weeks in any 
52. Extensive medical, hospital, and dental care is also 
provided. The company pays also about two-thirds of 
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the cost of group life insurance. Its retirement plan in- 
volves no contribution by employes. Numerous other 
public utility companies have notably well-rounded, if 
not quite so comprehensive, employe benefit plans. 

Among other large companies with many thousand em- 
ployes may be mentioned a food company which provides 
non-occupational sickness and accident disability benefits 
without cost to employes; a leading glass company which 
pays one-half the cost of group insurance that covers ac- 
cident and sickness disability and hospital expense; a 
company in the synthetic floor-covering field, whose com- 
prehensive group insurance plan covering 15,000 em- 
ploves dates back nearly 20 years; a leading building-ma- 
terials company, a rubber company, a tractor company, 
and a chemical company—all providing coverage avail- 
able to practically all their employes. 

These are mentioned merely as typical of a trend mani- 
fest through a wide range of industry. It is significant 
that the amount of group insurance in force has increased 
nearly 50 per cent in three years; the number of com- 
panies providing it is reported as 37,000. Some of them, 
as has been noted, pay all the premiums; otherwise the 
cost to employes is usually about 60 cents per $1,000, 
while the employer contributes 90 cents to $1. The in- 
clusion of sickness and other risks is increasing. 

Facilities for medical care provided by some companies 
include not merely the first-aid facilities now common in 
industrial plants and commercial establishments, but also 
physicians and nurses whose services are available to em- 
ployes for other medical aid, and in some cases, where 
local facilities are inadequate, clinics and hospitals. 

A large upstate New York shoe company has provided 
for 30 years complete medical coverage for its employes 
and their dependents, now about 50,000 people, from three 
medical centers. This includes dental care. The com- 
pany pays the whole cost, as an operating expense, which 
ranges from $700,000 to $1,000,000 a year (in 1943, $21 
per person covered). Other similar examples include a 
pipe company in Alabama, a department store in Penn- 
sylvania, and a shipbuilding company on the Pacific Coast. 

In this respect, as in others, the development of man- 
agement-union relations in the garment trades has been 
notable. As long ago as 1913 a union health center was 
set up in New York for workers in the women’s apparel 
industry, supported by both employers and employes un- 
der a joint board, with clinics, tests, consultations, treat- 
ments by specialists, etc. Now medical centers are to be 
set up for free treatment of men’s clothing workers in 
New York, Chicago, and Philadelphia. In New York the 
costs are to be met by the 400 manufacturers in this 
industry. It is a local extension of a national social insur- 
ance system established in this industry many years ago. 


Retirement Plans in Industry 


The limited coverage of the Social Security Act and 
the inadequacy of its benefits have recently stimulated in- 
terest in private employe retirement plans for rank-and- 
file employes. The number of employes covered by pri- 
vate company retirement plans is reported to have tripled 
within the past few years. Such plans have been men- 
tioned earlier, but deserve some further attention. 

A St. Louis national chemical company with over 11,000 
employes pays the entire cost of a retirement annuity for 
employes of more than 10 years’ service. 

A leading electrical products company with nearly 
200,000 employes has recently expanded its pension plan, 
paying the entire premiums for past-service and one-half 
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the premiums for future-service annuities. Its contribu- 
tion to employe “benefits” amounted to near $40,000,000 
in 1947, as compared with $46,000,000 paid in dividends. 

Among large companies reported in an analysis of 289 
retirement plans recently adopted or expanded are these 
(all noncontributory for employes, whose numbers are 
indicated) : a retail store chain (10,500), a retail grocery 
chain (22,300), a public utility system (11,500), a petro- 
leum company (29,400), a non-ferrous metal company 
(50,000), a meat packer (14,000), a business equipment 
manufacturer (16,600), a natural gas producer (13,000), 
a chemical company (72,000), a tobacco company (15,000), 
a baking company (25,000), a glass company (11,000). 

In contributory plans, about equal in number to non- 
contributory plans, employes contribute 1 to 5 per cent 
of wages (usually not over 2 per cent on first $3,000) 
and rarely as much as one-half of the cost of the plan. 
Employers usually pay the cost for years of service prior 
to adoption of the plan. 

Retirement annuities after 30 years of service under 
most plans (including Social Security) range from 35 to 
65 per cent of average annual compensation, the percentage 
varying inversely according to the base wage or salary. 

Obstacles that retard the adoption of retirement income 
plans for rank-and-file employes in large groups are (1) 
the high cost to a company of making up the past-service 
contributions for older employes, who, of course, are the 
most concerned; (2) the reluctance of younger employes 
to make contributions for a distant objective, even though 
returnable in case of change of employment; and (3) 
complications with unions regarding such plans. 

The goal of adequate pension provision for the 80 per 
cent of the “gainfully employed” who are employes is far 
from achievement. A wider coverage by Social Security 
with larger benefits is undoubtedly necessary, though 
only a minimum can thus be provided under any law of 
general application. The evidences of progress toward 
the goal in private industry, however, are notable as rep- 
resenting an increased concern on the part of manage- 
ment, as well as organized labor, for the use of a portion 
of current revenue from production for this purpose. 

Profit Sharing 

The relation between profits and wages has been exten- 
sively discussed in recent negotiations between labor and 
management in industry. The issue has been whether a 
demand for increase of wages (or other compensation) 
is justified by an increase in its profits. 

It is argued, on the one hand, (1) that it is difficult, 
especially in large mass-production industries, to deter- 
mine the contribution of any worker or group of workers 
to a company’s net earnings, when profit is so largely 
affected by market conditions, management decisions, and 
improvements in machinery or processes; (2) that com- 
pensation for similar types of work in a community or 
industry should be comparable whatever the respective 
profit situations of different companies; and (3) that ad- 
justments of compensation according to a company’s 
profits (or losses) involve fluctuations of income and a 
sharing of risk which employes would not welcome. 

On the other hand, it is only natural that the manage- 
ment of a company earning a large profit should be sub- 
jected to special pressure for profit sharing, and indeed 
should be inclined to recognize the claims of employes as 
well as those of stockholders. Arguments based on purely 
economic principles and long-run effects are likely to be 
shoved aside. ‘The worker invests his labor—no less im- 
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portant an investment than the money of the stockholder. 
So advocates of profit-sharing plans emphasize “that 
every employe should be considered a partner in the busi- 
ness, that every man has a right to a share of what he 
produces, and that the recognition of the dignity of each 
individual will result in higher prosperity for the busi- 
ness as a whole.” They “regard profit sharing as one of 
the means to tap the resources of human cooperation and 
expand the system of free enterprise downward to all.” 

Among companies with over 1,000 employes a re- 
cent survey indicates that about 8 per cent have proiit- 
sharing plans of one kind or another. Within the past 
few months a Council of Profit-Sharing Industries was 
organized with headquarters at Wooster, Ohio, bringing 
together representatives of a considerable number of com- 
panies with experience in profit sharing. 


Among larger companies with successful experience in 
profit sharing is one manufacturing camera and photo- 
graphic supplies, which has nearly 50,000 stockholders and 
over 50,000 employes. Besides setting a pattern of fair 
Wages in its plant communities and making a substantial 
contribution to retirement annuities, group life insurance, 
and disability benefits for employes, it has a “wage-divi- 
dend” plan inaugurated 36 years ago. After setting aside 
for stockholders a dividend of $3.50 a share on stock of 
a stated value of $50 (1947) it matches any additional 
dividend with an equal amount for distribution amon 
employes. This “wage-dividend” amounted to nearly 1B 
million dollars in 1947. In that year the company paid 
out a total of over 30 million dollars for employe “bene- 
fits,” including wage-dividends, insurance premiums, sick 
benefits, vacation pay, and unemployment and old-age 
taxes—about 50 per cent more than stock dividends. 


A smaller company, but the largest in its competitive 
field (arc-welding equipment), has had an extraordinary 
record with a profit-sharing incentive system. An ad- 
visory board of representatives of employes in each de- 
partment, of foremen, and of superintendents, with the 
president of the company as chairman, has worked out 
progressively during the past 25 years a reduction in 
hours of work, satisfactory standards for piecework 
Wages, a savings and stock ownership plan, life insurance 
and a retirement annuity for all workers as a charge on 
operations, and a bonus system (1934) dependent on 
profits. Wages with bonus increased steadily from an 
annual average of less than $1,500 in 1933 to over $6,000 
in 1947, but labor costs per unit of production decreased 
50 per cent or more in the same period and prices were 
lowered accordingly, in spite of increased costs of mate- 
rials and parts required. The “incentive plan” with its 
various elements is called by the company “a way of pro- 
ducing better methods of manufacture by spurring the 
thinking and imagination of all employes to better things 
in ‘methods and machines of production, in techniques, 
and in desire to accomplish”; and the company’s success, 
“without any patents or secrets that give the company any 
advantage in competition,” is attributed to this high-wage, 
profit-sharing plan. 

A Connecticut meter-manufacturing company has made 
a conspicuous success of another profit-sharing plan. 
Without any fixed formula, it pays out about as much in 
profit-sharing benefits and pensions as in dividends. 

A large mail-order house contributes 5 to 7% per cent 
of net profits before dividends or taxes to an employes’ 
savings fund, to which employes contribute 5 per cent 
of their earnings (but not over $250 a vear), and this 
fund is invested in the company’s stock. 
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An electrical products manufacturer with two plants in 
the Northwest distributes among its employes 25 per cent 
of its net profits before taxes and dividends. 


Communication and Participation 


Managements today are exploring effective means of 
“two-way” communication in employer-employe relations, 
The lack of adequate facilities for such communication or 
the failure to use them intelligently has often been re- 
sponsible for development of misunderstanding and con- 
flict. Among the constructive measures being employed 
are better selection and training of foremen, provision or 
improvement of “house organs” and employe handbooks, 
translation of financial reports into intelligible statements, 
arrangement of personal contacts in group meetings, on 
plant committees, in union-management conferences for 
other purposes than negotiations, frequent use of ques- 
tionnaires and opinion surveys, and promotion and im- 
provement of suggestion systems. Adequate communica- 
tion involves the development of a sense of participation 
throughout an organization, and management seems to be 
coming to realize that necessity. 


Incidentally, however, it should be noted that while 
union-management cooperation has often increased inter- 
nal plant efficiency and improved external relations to the 
benefit of all concerned—employers, workers, and the 
public—it has sometimes led to policies and practices con- 
trary to the public interest—as in fixing prices, controlling 
competition, or retarding the use of new devices or pro- 
cesses. Conflicts or agreements in a local industry that 
impair the community’s welfare, as well as those between 
industry-wide managements and industry-wide unions 
that disrupt the nation’s economic life, are expected by 
many economists to require increasing regulation to pro- 
tect the public interest in so far as self-discipline is found 
inadequate. 


General Management-Labor Relations 


One of the distinguished, widely experienced, and most 
objective authorities on management-labor relations® looks 
on the present scene with some optimism: 


We have passed from the era of open hostility between manage- 
ment and organized labor into the more civilized period when 
both sides are disposed to try to understand the position and the 
survival necessities of each other. A new framework has come 
into existence within which these inevitable conflicts have a good 
chance to be creatively resolved without too much disruption. ... 


This new trend in our labor relations toward the development 
of the individual by mutual understanding and democratic par- 
ticipation has tremendous forces behind it. It will hardly be re- 
versed, unless indeed our social structure should be destroyed by 
a third world war. 

The major forces back of it are: (1) growth during the last 
decade of the number of organized workers, particularly in mass- 
production industries, and of consolidation of the status of organ- 
ized labor; (2) recent emphasis on the concept that a high-level 
economy can somehow be maintained in the United States, recogni- 
tion that good labor relations are essential to reaching that goal, 
and realization that world peace as well as our domestic welfare 
may depend on that achievement; (3) realization, underscored by 
competitive pressure, that good in-plant relations will yield a profit; 
and (4) growing understanding that in an industrial organization 
real authority is reflected, not in the orders issued from above, 
but in the orders carried out below. 


Over a period of years and through many vicissitudes in our 
dynamic history these ideas have built up cooperative behavior 
patterns—aptitudes, routines, and beliefs—to support a new ad- 
vance. They give us reason to look forward with confidence to 
the fuller development of creative management-labor relations in 
American industry. 


3 William H. Davis, in Survey Graphic, April 1948. 
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